
Arkansas Department of Human Services
Division of Medical Services 
Donaghey Plaza South 

PO Box 1437, S401 

Little Rock, Arkansas 72203-1437 

Internet Address: www.medicaid.state.ar.us 

Telephone (501) 682-8292 TDD (501) 682-6789 FAX (501) 682-1197


July 18, 2002 


Mike Fiore, Director 

Division of Integrated Health Systems 

Family and Children’s Health Program Group 

Center for Medicaid and State Operations 

Centers for Medicare and Medicaid Services 

7500 Security Blvd. Mail Stop S2-01-16 

Baltimore, MD 21244-1850 


RE: TEFRA 1115 Waiver 

Dear Mike: 

Attached please find Arkansas’ submission of an 1115 waiver intended to replace our 
existing TEFRA coverage option. The waiver was hammered out over several weeks 
with much input from a work group, which included several parents of TEFRA covered 
children, and two providers, one of which was the Executive Director of the Arkansas 
Easter Seals Center. Certainly there was controversy associated with the effort as you 
will have been briefed on but at the end of the process most agreed a fair, reasonable 
compromise had been hammered out. 

I have had several phone conversations with ranking CMS staff who cautioned that this 
is a controversial undertaking, fraught with political problems and to expect delays as the 
waiver makes its way through the process. I would like to take issue with these 
prognostications here in the cover letter and try to cut through the expressed pessimism 
with some logic that I trust will pave the way for a prompt approval. It is our goal to have 
the waiver approved and in place by October 1, 2002. 

In part of our efforts to balance the state’s Medicaid budget it would have been fairly 
easy, from a regulatory standpoint, to have simply eliminated the TEFRA option – joining 
those 30 other states that do not offer the coverage to these special health needs kids 
without regard to income or resources. We considered this option and had we taken the 
easy way out, submitting the state plan amendment deleting the service CMS would 
have promptly approved it with, I suspect, no questions. 
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We took the harder route – engaging stakeholders in a VERY public effort to hammer 
out the attached waiver that essentially keeps the coverage in place but levies modest 
premiums. Below $25,000 there are no premiums, to $50,000 there is a premium of 1% 
($50 a month for a family at $50,000 a year), and a maximum premium of 2.75% at and 
above $200,000 a year.  This is a program with premiums only, no co-payments. The 
premium addition can be the only reason our federal partners counsel me that this 
waiver will be fraught with controversy and delay. Frankly, this amazes me, that there 
could be that kind of concern/opposition to the addition of this very modest exercise in 
personal responsibility. 

In closing let me thank you for what I trust will be a rapid approval of an effort that will 
still leave Arkansas among the leaders among states in providing coverage to children. 

Sincerely, 

Ray Hanley 
Director 

RH:dls 

Attachment 

cc: 	Tom Scully 
Dennis Smith 
Calvin Cline 
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SECTION 1115(a) RESEARCH AND DEMONSTRATION

WAIVER APPLICATION 


ARKANSAS DEPARTMENT OF HUMAN SERVICES 

TEFRA DEMONSTRATION 


I. EXECUTIVE SUMMARY 

The Arkansas Department of Human Services is proposing a Section 1115(a) 
demonstration waiver for a period of five (5) years to impose cost sharing requirements 
on children age 18 and under who are otherwise eligible for Medicaid under Section 134 
of the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA), except where noted in 
the Eligibility Requirements section below. Parent(s), guardian(s) or custodian(s) whose 
children qualify for another Medicaid category with coverage comparable to the waiver 
services will be allowed to choose the regular Medicaid Program or the waiver program 
for their child. The proposed implementation date for the waiver is October 1, 2002. 

The objective of DHS is to replace the TEFRA eligibility category with an alternative 
category. The Department appointed an advisory work group that includes TEFRA 
parents, advocates and physicians to provide input in designing the program. The 
following describes the proposed program: 

A. 	 Families of eligible children will not be required to drop their existing 
insurance. Any family who voluntarily drops creditable health insurance 
coverage for the waiver child will be ineligible for waiver benefits for the 
child with a disability for a period of six (6) months from the date the 
insurance is dropped. Recipients who have dropped insurance since the 
last annual review will lose six (6) months of coverage beginning with the 
month after the month of discovery. 

B. There will be no cap on the number of children served. 

C. 	 Cost sharing measures will be based on the total income of the custodial 
parent(s) as reflected on the most recently filed IRS Federal Tax Return 
(i.e., line 22 of the 2001 version of the 1040 or line 15 of the 2001 version 
of the 1040A). Documentation provided to ADHS will also include any 
late or amended returns. 

D. 	 Recipients under the waiver will receive the full range of Medicaid 
benefits and services as described in the Arkansas Title XIX State Plan. 

E. 	 A committee appointed by the Director of the Division of Medical Services 
(DMS) will meet as needed to review the program. The committee will be 
comprised of appropriate pediatric specialists, state staff, two parent 
representatives and two provider representatives. 



II. Public Notice 

A notice will be printed in the Arkansas Democrat-Gazette on and allowed to run for 
seven consecutive days. The Democrat-Gazette is the only newspaper in Arkansas with 
statewide distribution. This notice includes a 30-day public comment period and 
instructions on how to obtain a copy of the waiver application. 

III. The Environment 

A. Overview of Current System 

The population to be served by the waiver is currently receiving services 
under Section 134 of the Tax Equity and Fiscal Responsibility Act of 1982 
(TEFRA). 

B. Experience with State Waivers 

The state is currently operating the following waivers: 

1. 1115(a) 

a. ARKids First 
b. Family Planning 

2. 1915(b) 

a. PCCM 
b. Transportation 

3. 1915(c) 

a. Alternatives for Persons with Physical Disabilities 
b. Elder Choices 

The waivers listed above have been well received and there have been 
no major problems experienced with them. 
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C. Input from Public Agencies/Advocates 

An advisory work group was established to provide input into the 
development of the waiver. The group included representatives from 
advocacy groups, other state agencies and parents of disabled children. 
See Attachment A for a list of the work group members. 

D. State Budget 

1. What is the financial outlook of the current Medicaid program? 

The financial outlook for the Arkansas Medicaid program is better 
than that for a number of states (e.g., California, New Jersey, 
Mississippi and Missouri). As in many other states the finances 
will be tight for the next couple of years. Arkansas believes we 
can maintain essential services, including medically necessary 
services for children. 

2. 	 Can the State sustain adequate financing for the life of the 
waiver? 

We believe, with known factors at this date, Arkansas can 
maintain funding for this waiver. 

IV. Program Administration 

The demonstration will be administered by the Division of Medical Services (DMS) and 
the Division of County Operations (DCO). Both agencies are divisions of the Arkansas 
Department of Human Services (DHS). Attached is a copy of the organizational chart for 
DHS (Attachment B), an organizational chart for DMS (Attachment C) and an 
organizational chart for DCO (Attachment D). 

The Division of Medical Services (DMS) is responsible for ensuring compliance with the 
waiver in regard to services and provider participation. 

The Division of County Operations (DCO) is responsible for the dissemination of 
eligibility policy and ensuring that DHS county offices comply with the waiver when 
making applicant eligibility determinations. The application process currently in place for 
TEFRA will be used, which includes taking the application, interviewing and requesting 
the information necessary for processing the case. DCO is responsible for processing 
waiver applications. 
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V. Eligibility 

The following requirements must be met in order for a child to be included in the waiver: 

A. Age 

The child must be age 18 or younger; 

B. 	Disability 

The child must be disabled according to the SSI definition: 

C. Citizenship 

The child must be a U. S. citizen or a qualified alien; 

D. Residency 

The child must be an Arkansas resident; 

F. Social Security Number 

The child must have an SSN or apply for one; 

G. Income 

The child's gross countable income must be less than the current Long 
Term Care (LTC) income limit ($1635 per month in 2002), i.e., the child 
would be Medicaid eligible if institutionalized. Parental income is not 
considered in the eligibility determination but is considered for the 
purpose of calculating the monthly premium. See Section VI B. 

H. Assets 

The child's countable assets cannot exceed $2000. The assets of the 
parent(s) are not considered. 

I. 	 Payment of Premiums – The parent(s) will be required to pay monthly 
premiums through bank drafts or quarterly payments in advance. . For 
new recipients, premiums will be applied beginning with the month of 
approval. Premiums will not be charged for covered months prior to the 
month of approval. When approved, EDS will send a notice to the 
parent(s) giving the option of authorizing an automatic bank draft or 
making quarterly payments in advance. 
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For those parents who choose to pay through monthly bank drafts, EDS 
will draft the account for the month of approval and the following month. 
After which, EDS will make monthly drafts to the account in the month 
prior to the covered month. EDS will send monthly notices to the parent 
when the bank account has been drafted. 

For those who choose quarterly payments, the parent must initially pay 
for the month of approval and the three following months. After which, 
EDS will send quarterly notices requesting premium payment in the 
month prior to the covered quarter. If eligibility ends during the quarter, 
any premiums already paid for months after the month of closure will be 
reimbursed to the family. 

Failure to provide bank draft information or make the initial quarterly 
payment will render the child ineligible and the case will be closed after 
advance notice. For ongoing cases, If the premium is not paid for three 
(3) months (either the bank account has had insufficient funds to draft or 
the parent has not made the quarterly payment), the case will be closed. 
Monthly aged reports will be sent to each county showing the cases with 
overdue premiums and the number of payments in arrears. The county 
caseworker will send an advance notice of case closure to those that are 
3 months in arrears and close the case if the premium is not paid within 
the notice period. During months that premiums are in arrears, the child 
will remain eligible and providers will be paid. 

If a case is closed due to non-payment of the premium, the parent must 
reapply and eligibility will be re-determined at the point of reapplication.  If 
a new application is made within 12 months from the date of case 
closure, premiums will be due for the three (3) months of arrearages. 
. 

K. Dropped Health Insurance Coverage 

A child can receive TEFRA Waiver services and retain health insurance. 
Any family who voluntarily drops creditable health insurance coverage for 
the waiver child will be ineligible for waiver benefits for the child with a 
disability for a period of six (6) months from the date the insurance is 
dropped. At the yearly reevaluation, if it is determined that health 
insurance coverage was voluntarily dropped after the case was approved, 
the case will be closed for six (6) months beginning with the month 
following the month of discovery. 
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The six-month period of ineligibility will apply unless one of the following 
conditions is met: 

1. 	 The health insurance is a non-group or non-employer sponsored 
plan. 

2. 	 The health insurance was lost through termination of employment 
for any reason. 

3. 	 The health insurance was lost through no fault of the custodial 
parent(s), guardian or custodian. For example, the employer 
ceases to provide employer sponsored health insurance, the non-
custodial parent carried the insurance and dropped it, the 
maximum benefit limit for the child has been reached, etc. 

L. Medical Necessity 

The child must either meet the medical necessity requirement for 
institutional placement, or level of care, or be at risk, in the future, for 
institutional placement. The determination of medical necessity will also 
be based upon services that improve, maintain or prevent regression of 
the child’s health status and be based upon the child’s medical, health 
and family situation. The entire family home life must be considered 
when determining the needs of the child and family impact (i.e., family 
with more than one child with a disability as described in number 6 
above). The Medical Necessity Determinations Team will be comprised 
of appropriate pediatric specialists with relevant experience in dealing 
with children with chronic illnesses. 

For the purpose of this waiver, the institutional placement or level of care 
will include: 

1. An acute care facility including acute care mental health facilities; or 

2. A skilled nursing facility; or 

3. Residential placement at the ICF/MR level of care; or 

4. 	 Alternative Home placement as a child if risk of placement is due to 
the medical condition of the child. 
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H. The child must have access to medical care in the home. It must be 
deemed appropriate to provide such care outside an institution; and 

I. 	 The estimated cost of care in the home must not exceed the estimated 
cost of care if the child were in an institution. 

VI. Benefits 

A. Benefit Package 

Eligible children will receive the full range of Medicaid services through the 
waiver. 

B. Premiums 

All waiver recipients will pay a monthly premium. The amount of the premium will 
be based on the custodial parent(s) total income as reported on the applicable 
Federal Income Tax Return (i.e., line 22 of the 2001 version of the 1040 or line 
15 of the 2001 version of the 1040A) less the following deductions: 

1. 	 Six hundred dollars ($600) per child (biological or adopted) who lives in 
the home of the waiver child and is listed as a dependent child on the 
applicable Federal Income Tax Return of the parents (i.e., line 7.c on the 
2001 version of form 1040 or 1040A; and 

2. 	 Excess Medical and dental expenses as itemized on Schedule A of the 
Federal Income Tax Return of the parent(s) (i.e., line 4 on the 2001 
version of Schedule A). 

NOTE: A stepparent living in the home will be considered a custodial 
parent and his or her income will be included in determining the premium. 

See Attachment F for the amount of the premiums to be paid. The maximum 
annual premium amount to be paid by any family is $5,500. Families that have 
more than one child receiving TEFRA waiver benefits and services will pay
only one premium for all children based on Attachment F. There will be no 
increase in premium for additional waiver children. 

For late or amended returns that result in an increased premium, the increase shall be 
retroactive to the date that the initial return would have been due in the absence of an 
extension. Failure to supply required tax information shall render the child ineligible. 
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The premium will begin in the month eligibility is approved. The premium will be charged 
on a monthly basis and will not be pro-rated.  Income will be reviewed annually, for 
purposes of calculating the premium; or, when there is a change that will make a 
difference of more than 10% in annual household income. An adjustment can be made 
to the premium during the year if the parents report a significant change in excess of 
10% of expected annual income. Income that fluctuates due to the type of employment, 
e.g. teachers, farmers, etc., will not affect the monthly premium. The premium can only 
be adjusted at a maximum of once every 6 months. 

The parent(s) will be required to pay monthly premiums through bank drafts or quarterly 
payments in advance. The premium must be paid in the month preceding the covered 
month or quarter. The child’s case will not be closed and providers will continue to be 
reimbursed for covered services if the premium is not paid for three (3) months. 

If after three (3) months, premiums are in arrears, coverage will be terminated following 
appropriate advance notice. If payment of all premiums in arrears is not made and the 
case closes, then the parent must reapply and eligibility will be determined at the point of 
application. 

If the case has been closed less than 12 months because of premium payments in 
arrears, the three (3) months past due premiums must be paid before the child can again 
be approved for TEFRA Waiver services. 

If a case is closed 12 months or more because of premium payments in arrears, 
payment of the past due premiums will not be required. 

C. Special Populations 

The population served by this waiver is made up of individuals age 18 and under. 

VII. Delivery System 

All services for the waiver population will be delivered through the current network of 
enrolled Medicaid providers. 

Each recipient in the waiver population must receive Medicaid services through a 
primary care physician (PCP). 

Reimbursement for services provided to the waiver population will be based on the 
current Medicaid fee schedule. 
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VIII. Access 

A. Capacity 

The ADHS Primary Care Case Management (PCCM) Waiver Program, 
1915(b)(1) AR-01.R2, known as ConnectCare offers 1800 physicians statewide, 
who have a caseload availability of approximately 1,000,000 patients.  Access 
availability is five to one. 

B. Outreach/Enrollment 

Applications will be available at local DHS offices or by mail, through hospitals, 
including Arkansas Children’s Hospital, and Federally Qualified Health Centers 
(FQHC). Information will be available through First Connections, Division of 
Developmental Disabilities (DDS) Services Coordinators and providers. 
Information will also be available on the DHS/DMS website. This allows for a 
wide range of points of access into the program. 

IX. Quality 

The same grievance system in effect under the regular Medicaid program will apply to 
the waiver population. Recipients have available a formal appeal process under 42 CFR 
Part 431, Subpart E. 

Arkansas Foundation for Medical Care, Inc. (AFMC) reviews allegations of substandard 
medical care for the Arkansas Medicaid Program. 

A. Eligibility 

1. 	 A quality control program for waiver participants that meets the 
requirements of Section 1903(u) will be implemented if necessary. 

2. 	 Applicants and recipients have available to them a formal appeal 
process under 42 CFR Part 431, Subpart E, to assure that they 
are not inappropriately denied enrollment or medical care or 
terminated from the program. 
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B. Surveillance and Utilization Review Subsystem (SURS) 

1. 	 The State’s SURS is used to identify aberrant provider practices 
for education and potential sanction purposes. 

2. 	 To assure quality of services, SURS reviews payment files to 
identify over or under recipient utilization and patterns of aberrant 
provider behavior. 

C. Arkansas Foundation for Medical Care, Inc. (AFMC) 

1. 	 The SURS review is supplemented by an endeavor between the 
Division of Medical Services and AFMC to identify physicians 
whose practices are outside the norm. 

2. 	 The State implements appropriate education efforts based on 
trends that become apparent through the efforts of SURS and 
AFMC. AFMC conducts any provider education efforts on behalf 
of the State. 

3. 	 AFMC delivers specific improvement goals to the providers as 
necessary. 

X. Financial Issues 

See Attachments F through F-2. 

XI. Systems Support 

The Medicaid Management Information System (MMIS) will be modified to recognize the 
waiver recipients and the enrollment fee and co-payment requirements that will apply to 
the ARx Senior Program. 

XII. Implementation Time Frames 

The proposed effective date for implementation of the TEFRA Waiver Demonstration 
Program is October 1, 2002. 
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XIII Evaluation and Reporting 

The evaluation will be based on two objectives: 

A. Cost neutrality, and 

B. Access to quality care 

XIV. Waivers 

Section 1916(a)(2)(A) – Cost Sharing 

A monthly premium will be required of waiver participants as outlined in Section 
VI of the application. 
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Attachment A 

TEFRA Work Group 

The TEFRA Work Group was appointed by the DHS Director in January of 2002 to 
advise the department on the wording of a federal Medicaid waiver that will help define 
the shape of the TEFRA program in Arkansas after July 1, 2002. Medicaid Director Ray 
Hanley chairs the group. 

Ray Hanley 

Arkansas Medicaid Director 

Arkansas Department of Human Services 

PO Box 1437 

Little Rock, Arkansas 72203-1437 


Phone 682-8292 

E-Mail address: ray.hanley@medicaid.state.ar.us


Brenda Stinebuck 
Executive Director 

Spa Area Independent Living Services 

101 Archwood 

Hot Springs, AR 71901 


Phone: 501-624-7710 or 1-800-255-7549 

E-mail address: bstinebuck_sails@hotsprings.net


Harry Ward, M.D. 
Chancellor Emeritus 

4301 West Markham, Mail Slot 541 

Little Rock, AR 72205 


Phone: 526-6144 or contact Tootie, secretary @ 686-5672 

E-mail address: hpward1@msn.com
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Sharon Moone-Jochums 
President & CEO 

Easter Seals Arkansas 

3920 Woodland Heights Road 

Little Rock, AR 72212 


Phone: 227-3650 (Lana, secretary) 

E-mail address: smoonejochums@ar.easter-seals.org


Shonta Ellison (TEFRA parent) 

10018 Regent Circle 
Little Rock, AR 72204 

Phone: 603-9217 or 228-4465 
E-mail address: khidon26@cs.com 

Eldon Schulz, M.D. 

1612 Maryland 
Dennis Developmental Center 
Little Rock, AR 72202 

Phone: 320-1836 (Kristi, secretary) 
E-mail address: schulzeldon@uams.edu 

Carrie Bond (TEFRA parent) 

2906 Parkwood Drive 
Rogers, AR 72756 

Phone: 501-636-0745 cell phone: 501-685-5545 
E-mail address: bcbond@mc2k.com 

Lynn M. Center, M.S., CCC-SLP 

1650 N. Sang, Ste. 114 

Fayetteville, AR 72703 


Phone: 501-466-1580 

E-mail address: lynnmcenter@msn.com
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Attachment B 
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Attachment C 

DIVISION OF MEDICAL SERVICES


Binnie Alberius 
Chief Program Administrator 

Program Planning & Development 

Roy Jeffus 
Assistant Director 
Medical Services 

Teresa Hursey 
Assistant Director 

Administrative Support 

Carol Shockley 
Assistant Director 
Long Term Care 

RAY HANLEY 
DIRECTOR 
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Attachment D 
DHS-Division of County Operations 

Joni Jones 
Director 

Melissa Dean 
Asst. Director 

Office of Program 
Support 

Program Monitoring and 
Support 
Manager 

Lynn Jackson 

Training and 
Communications 

Manager 
Vacant 

Contracts and Grants 

Manager 


Dan Chambers


Sandra Miller 

Asst. Director 
Office of Program 

Planning and 
Development 

Policy and Eligibility 
Manager 

Linda Greer 

Program Development 
Manager 

George Gilkey 

Reporting and System 
Support 

Acting Manager 
Lanny Nordin 

Commodities 
Acting Manager 

Don Griffin 

John Kennedy 

Asst. Director 
Office of Field Operations 

Area I 
Area Director 
Roy Eidson 

Area II 
Area Director 

Ron Cheatham 

Area III 
Area Director 

Randy Lawson 

Area IV 
Area Director 
Robert Fooks 

Area V 
Area Director 

Gwen Williams 

Area VI 
Area Director 

Randy Lawson 

Vacant 
Asst. Director 

Office of Administrative 
Support 

Client Assistance 
Manager 

Ruthie Broughton 

Administrative Support 
Manager 

Karen Blaylock 

Quality Assurance 
Acting Manager 

Collins Greer 

Special Investigations 
Manager 

Chuck Milburn 

Reporting and Analysis 
Information Systems 

Manager 
Vacant 

Thomas Green 

Asst. Director 
Office of Community 

Services 

CDBG 
Manager 

Mae Bishop 

Home Energy 
Assistance 
Manager 

Cathy Rowe 

Weatherization 
Manager 

Troy Branscum 

Emergency Shelter 
Grant Coordinator 

Clorinda Arace 
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Attachment E 

TEFRA Cost Share Schedule 

Family Income Monthly Premiums 
From % From To 

$0 0.00% $0 $0 
$25,001 1.00% $21 $42 
$50,001 1.25% $52 $78 
$75,001 1.50% $94 $125 

$100,001 1.75% $146 $182 
$125,001 2.00% $208 $250 
$150,001 2.25% $281 $328 
$175,001 2.50% $365 $417 
$200,001 2.75% $458 $458 

To 
$25,000 
$50,000 
$75,000 

$100,000 
$125,000 
$150,000 
$175,000 
$200,000 

??? 

The maximum premium is $5,500 per year ($458 per month) for income
levels of $200,001 and above. 

The premiums listed above represent family responsibility. They will not 
increase if a family has more than one TEFRA Waiver child. 

Arkansas 
TEFRA Waiver 



Attachment F 

TEFRA DEMONSTRATION WAIVER


The narrative and attached schedules illustrates the budget neutrality for TEFRA 
program. 

DATA 

All data reflected on the attached detail schedules are prepared by the date the claim 
was paid based on State Fiscal Year. Expenditures reflect those nursing facility costs 
and the related prescription drug costs. The paid claims data was derived from the 
Arkansas Medicaid Management Information System (claims data Warehouse). 

Baseline Without the Waiver 

A per member per month was calculated and increased annually by the estimated 
increase in utilization and medical costs based on past history of 9.35% (See 
Attachment F-2) 

Baseline With Waiver 

A per member per month was calculated and increased annually by the estimated 
increase in utilization and medical costs based on past history of 9.35% (See 
Attachment F-2) 

Eligibles for both calculations were derived by looking at the current TEFRA population 
and applying an increase based on past history of 3.30%. (See Attachment F-2) 

Arkansas 
TEFRA Waiver 


